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E.O. 11652: NA 
TAGS: ENRG, ECON, IT 

SUBJECT: REVIEW OF ITALIAN NUCLEAR ENERGY PLANS 

SUMMARY: RECENTLY RELEASED PARLIAMENTARY COMMITTEE REPORT ON 
NUCLEAR ENERGY AND RECENT DISCUSSIONS WITH MAJOR POTENTIAL NUCLEAR 
EQUIPMENT SUPPLIERS HAVE CLARIFIED MAJOR ELEMENTS OF ITALY'S 
NUCLEAR PLANS. ITALY'S CHOICE OF NUCLEAR ENERGY ALTERNATIVE WILL 
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BE RATIFIED. DESPITE RECENT DEMONSTRATIONS AGAINST NUCLEAR 
REACTORS. NUCLEAR PROGRAM WILL PROBABLY CONSIST OF 12,000 MW 
NUCLEAR CAPACITY TO BE COMPLETED BY 1987. LIGHT WATER REACTOR 
DESIGNS, MOST PROBABLY DIVIDED BETWEEN WESTINGHOUSE'S PWR AND 
GENERAL ELECTRIC'S BWR TECHNOLOGY (TO BE REALIZED BY ITALIAN-LED 
CONSORTIA, OF COURSE) WILL BE USED. AS YET UNCLEAR IS EXTENT TO 
WHICH STATE-HELD COMPANIES WILL GET MAJOR SHARE OF CONTRACTS. 
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MAJOR PROBLEMS OF FINANCING, SITE SELECTION AND FUEL CYCLE 
REMAIN. FINAL PLAN WILL BE PREPARED ONLY AFTER PARLIAMENTARY 
DEBATES, POSSIBLY LATER IN APRIL. END SUMMARY. 

1 . AFTER TWO MONTHS OF HEARINGS. CHAMBER OF DEPUTIES INDUSTRY 
COMMITTEE TRANSMITTED TO FULL PARLIAMENT PAPER IN MARCH 1977 WHICH 
WILL FORM BASIS FOR OFT-POSTPONED FULL PARLIAMENTARY DEBATE. INDUSTRY 
COMMITTEE DRAFT (WHICH INCLUDES ALTERNATE LANGUAGE PROPOSED BY 
CHRISTIAN DEMOCRATIC (DC) AND COMMUNIST (PCI) PARTIES) SUPERSESES 
EARLIER ENERGY PROGRAM DEVELOPED AND RATIFIED BY GOI INTER- 
MINISTERIAL COMMITTEE IN DECEMBER 1975. REASONS FOR NON- 
IMPLEMENTATION OF EARLIER PLAN ARE COMHLEX; IN ADDITION TO OBVIOUS 
FACTORS SUCH AS DIFFICULTY OF OBTAINING SITE APPROVALS AND FINANCING, 

INTERPLAY OF FORCES BETWEEN PUBLIC AND PRIVATE ENTERPRISE IN 
ITALY, RELATIONS AMONG THE VARIOUS POLITICAL PARTIES AND 
ANTIPATHIES AMONG THE VARIOUS PERSONALITIES (PRIMARILY WITHIN THE 
GOI) INVOLVED WERE ALSO IMPORTANT. TO A MUCH LARGER EXTENT THAN 1975 
PLAN, NEW PLAN REFLECTS GENERALIZED CONSENSUS ON MAJOR ELEMENTS OF 
ITALY'S ENERGY FUTURE. MAJOR ELEMENT OF THIS CONSENSUS IS UN- 
EQUIVOCAL COMMITMENT AT VIRTUALLY ALL LEVELS TO NUCLEAR ENERGY. 
NUCLEAR ALTERNATIVE IS SUPPORTED BY ALL MAJOR POLITICAL PARTIES 
(INCLUDING PCI), NATIONAL UNION LEADERSHIP, INDUSTRY AND GOVERNMENT. 
REASONS FOR SUPPORT DIFFER SLIGHTLY. BUT IN GENERAL NUCLEAR ENERGY 
IS VIEWED AS (A) MEANS OF DECREASING ITALY'S DEPENDENCE ON 
IMPORTED PETROLEUM, AVAILABLE ONLY AT EVER-HIGHER PRICES WITH 
LITTLE SUPPLY SECURITY (ITALIANS HAVE NO ILLUSIONS THAT NUCLEAR 
POWER MEANS ENERGY INDEPENDENCE, BUT ON BALANCE, ITALIANS FEEL 
EASIER WITH MAJOR URANIUM SUPPLIERS-CANADA, AUSTRALIA, ZAIRE, 
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NIGER, ETC.— THAN WITH MAJOR PETROLEUM SUPPLIERS-LIBYA, IRAN, IRAQ, 

SAUDI ARABIA); AND (B) AS PROVIDING TECHNOLOGICAL BOOST TO ITALIAN 
INDUSTRY, ENABLING IT TO ACQUIRE EXPERTISE AND INDUSTRIAL EXPERIENCE 
APPROPRIATE TO MAJOR INDUSTRIAL NATION AND PAVING WAY FOR 
EVENTUAL ITALIAN EXPORTS OF NUCLEAR COMPONENTS. 

2. BASED ON EMBASSY'S ANALYSIS OF INDUSTRY COMMISIION DOCUMENT, 
HEARINGS TESTIMONY AND MOST RECENTLY, EMBOFF S VISIT TO NORTHERN 
ITALY TO REVIEW NUCLEAR ENERGY SECTOR DEVELOPMENTS WITH MAJOR 
NUCLEAR COMPONENTS COMPANIES- I.E. IRI-FINMECCANICA'S 

ANSALDO MECCANICA NUCLEARE (AMN), FIAT, ELETTRONUCLEARE ITALIAN A 
(CONSORTIUM OF WESTINGHOUSE'S ITALIAN LICENSEES), GENERAL 
ELECTRIC AND OTHERS, MAJOR ELEMENTS OF EVENTUAL ITALIAN NUCLEAR 
PROGRAM APPEAR TO BE AS FOLLOWS: 

(A) DIMENSIONS: ALL SOURCES AGREE THAT ITALY SHOULD BUILD 12.000 
MW TO COME ON STREAM BY 1987 OR SO (1975 PLAN HAD CALLED FOR 20,000 
MW BY 1985). FIGURE CHOSEN REFLECTS MORE REALISTIC ASSUMPTIONS 
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ON ELECTRICITY DEMAND GROWTH AND ON ITALIAN FINANCING ABILITY. 
DECISION IMPLICITLY CONFIRMS THAT NUCLEAR ENERGY SHOULD ABSORB 
DEMAND GROWTH INSTEAD OF REPLACING EXISTING CONVENTIONAL 
CAPACITY. 12,000 MW PROGRAM INCLUDES 4,000 MW COVERED BY LETTERS OF 
INTENT SIGNED WITH CONSORTIA REPRESENTING GE'S BWR AND WESTINGHOUSE'S 
PWR TECHNOLOGY IN LATE 1973 AND EARLY 1974; THUS, GOI SHOULD MOVE 
TO ORDER REMAINING 8,000 MW. 

(B) TECHNOLOGY: CLEAR PREFERENCE IN FAVOR OF ENRICHED-URANIUM, LIGHT 
WATER REACTOR ((LWR) DESIGNS EMERGES FROM ALL SOURCES. REASONING IS 
BASED ON EXISTING ITALIAN TECHNOLOGICAL, INDUSTRIAL AND LICENSING 
LINKS; RELIABILITY AND AVAILABILITY OF COMMERCIALLY -PROMEN DESIGNS; 
PRE-EXISTING ITALIAN PARTICIPATION IN RELEVANT FUEL-CYCLE 
ACTIVITIES PARTICULARLY THE EURODIF ENRICHMENT PROGRAM) AND 
EVENTUAL EXPORT POSSIBILITIES. NEVERTHELESS, INDUSTRY COMMISSION 
AND PARTY-DRAFTED ANNEXES EXPRESS INTEREST IN CANADIAN NATURAL 
URANIUM, HEAVY WATER DESIGN (CANDU). STRONGEST PROPONENTS OF 
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CANDU DESIGN HAVE BEEN LEFTIST UNIONS, SEEKING ON ONE HAND TO LESSEN 
RELIANCE ON U.S. DESIGNS AND ON OTHER TO COAX NATURAL URANIUM 
FROM CANADIANS. FINAL CHOICE OF SPECIFIC DESIGN.I.E. BWR OR PWR (AND 
IF PWR, WHOSE PWR), HOWEVER, IS UNCLEAR. MAJOR CONTENDERS ARE GE'S 
BWR, WHICH COMPRISES MAJOR PORTION OF EXISTING ITALIAN NUCLEAR 
CAPACITY AND HAS STRONG POLITICAL BACKING BECAUSE MAJOR COMPONENT 
SUPPLIER (AMN) IS STATE-OWNED, AND WESTINGHOUSE'S PWR, WHICH (I) IS 
SEEN AS HAVING BETTER SAFETY RECORD, (II) IS CHOICE OF OTHER 
MAJOR EUROPEAN UTILITIES (PARTICULARLY FRANCE, WITH WHICH ITALY 
HAS CLOSE RELATIONS IN ENERGY FIELD), AND (III) IS STRONGLY SUPPORTED 
BY BOTH PRIVATE (FIAT-LED) AND PUBLIC (IRI-FINMECCANICA SUBSIDIARY 
BREDA TERMOMECCANICA) INDUSTRY. THIRD LWR CONTENDER (USING BABCOCK 
AND WILCOX' PWR DESIGN), WHICH HAS REPORTEDLY CAUSED DELAYS 
IN IMPLEMENTATION OF THE NUCLEAR PROGRAM NOW APPEARS TO BE OUT OF THE 
RUNNING. MAJOR FACTOR IS APPARENT UNWILLINGNESS OF SPIN'S BACKERS 
(BABCOCK AND WILCOX AND SWISS COMPANY BROWN BOVERI) TO MAKE 
SUBSTANTIAL INVESTMENTS REQUIRED TO AVOID ELIMINATION IN PRE- 
QUALIFICATION PHASE TO BIDDING. OUR GUESS IS THAT REMAINING 8,000 
MW TO BE ORDERED WILL BE DIVIDED EQUALLY BETWEEN BWR AND PWR 
(WESTINGHOUSE) FOLLOWING LINES OF 4,000 MW ALREEDY ON ORDER. 
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(C) INDUSTRIAL: ITALY'S INDUSTRIAL CAPACITY TO BUILD REACTORS 
FORESEEN UNDER EITHER 20,000 MW OR 12,000 MW PLAN IS NOT 
QUESTIONED. HOWEVER, SIZE OF IOB AND AMOUNT OF MONEY AT STAKE NOT 
SURPRISINGLY HAVE TOUCHED OFF MAJOR SCRAMBLE (SEE ALSO ABOVE). 

AS YET NOT COMPLETELY SORTED OUT. NATIONAL ELECTRICITY AUTHORITY 
(ENEL)'S ROLE, HOWEVER, APPEARS SUBSTANTIALLY ENLARGED OVER THAT 
FORESEEN IN THE 1975 PLAN. ENEL'S NEW EXPANDED DUTIES ENCOMPASS 
PROVISION OF ARCHITECTURAL, ENGINEERING, SUPERVISORY CONSTRUCTION 
LIMITED OFFICIAL USE 
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SERVICES AND SELECTION OF NON-NUCLEAR SYSTEM COMPONENT SUPPLIERS. 

THIS WAS MAJOR SETBACK FOR EQUIPMENT CONSORTIA, WHICH INCLUDED 
MANUFACTURERS OF BOTH NUCLEAR AND NON-NUCLEAR PORTIONS (TURBINES AND 
GENERATOR/ALTERNATORS). CONVERSSATIONS WITH COMPONENT MANUFACTURERS 
TURNED UP CONSIDERABLE DISSATISFACTION WITH NEW ENEL ROLE AND 
CONSIDERABLE QUESTIONING OF ENEL'S ABILITY TO CARRY OUT ITS 
ASSIGNED FUNCTIONS (AND IN FACT, ENEL HAS NO PRIOR EXPERIENCE). 
CONTROVERSIAL AND UNRESOLVED IS ISSUE OF COMPETITION IN NUCLEAR 
COMPONENTS INDUSTRY. DC AND STATE-HELD INDUSTRY PROPONENTS GENERALLY 
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HAVE ENDORSED IDEA OF SINGLE ITALIAN COMPONENTS SUPPLIER WHICH 
WOULD HOLD ALL NUCLEAR LICENSES. MAJOR PROPONENT (AND PROSPECTIVE 
BENEFICIARY) IS IRI-FINMECCANICA, BECAUSE ITS OPERATING COMPANIES 
ALREADY HOLD GE’S BWR LICENSES, A SUB-LICENSE FROM WESTINGHOUSE 
FOR PWR COMPONENTS AND AN AGREEMENT WITH CANADA FOR THE CANDU 
TECHNOLOGY. IN RESPONSE, THE OPPONENTS (WHICH INCLUDE SOCIALISTS 
(PSI), ENEL AND PRIVATE INDUSTRY GENERALLY) POINT OUT THE DANGERS 
OF A MONOPOLY. THE ISSUE IS NOT INSIGNIFICANT IN TERMS OF EVENTUAL 
IMPLEMENTATION OF THE NUCLEAR PROGRAM: APART FROM DISTRIBUTION OF 
PROCEEDS, PRIVATE INDUSTRY BELIEVES THAT ASSIGNING NUCLEAR ORDERS TO 
PUBLIC SECTOR WOULD PERMANENTLY ISOLATE PRIVATE INDUSTRY IN TRADITIONAL, 

LESS-TECHNICALLY ADVANCED AREAS. 

(D) FUEL-CYCLE: A RELATIVELY NON- CONTROVERSIAL PART OF 1975 PLAN 
ACTUALLY IMPLEMENTED WAS TRANSFER OF FUEL-CYCLE RESPONSIBILITIES TO 
STATE HYDROCARBONS AUTHORITY (ENI), WHOSE ACTIVITIES NOW ENCOMPASS 
PROSPECTING FOR AND SUPPLYING NATURAL URANIUM; CONTRACTING FOR 
ENRICHMENT CAPACITY (WITH ENEL, WHICH STILL HAS IMPORTANT URANIUM 
ENRICHMENT CONTRACTS); PARTICIPATION (WITH NATIONAL NUCLEAR 
ENERGY COMMITTEE - CNEN) IN EUROPEAN ENRICHMENT PROJECTS EURODIF 
AND COREDIF; FUEL FABRICATION (THROUGH RECENT MOVES TO ACHIEVE 
MAJORITY OWNERSHIP IN PWR AND BWR FUEL FABRICATION FACILITIES IN 
ITALY); AND IN SPENT FUEL REPROCESSING (ITALY HAS TWO FUEL REPROCESSING 

PILOT PLANTS). 
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3. DESPITE WIDESPREAD CONSENSUS IN FAVOR OF NUCLEAR ENERGY, GOI 
(AND PARLIAMENT ) HAVE YET TO SERIOUSLY CONFRONT SEVERAL MAJOR 
PROBLEMS HINDERING IMPLEMENTATION OF NUCLEAR PROGRAM: 

(A) SITES: DESPITE LAWS AUTHORIZING GOI FORCE MAJEURE (AFTER 
SUITABLE REVIEW PERIOD), ONLY ONE SITE HAS BEEN APPROVED IN RECENT 
YEARS: MONT ALTO DI CASTRO IN THE UPPER LAZIO REGION. WORK ON ENEL VI 
AND VIII (W2,000 MW BWR, PART OF 4,000 MW ORDERED IN 1973-74) IS 
CURRENTLY SCHEDULED TO BEGIN THIS MONTH BUT APPEARS LIKELY TO BE POST- 
PONED DUE TO DEMONSTRATIONS. MOLISE SITE PROPOSED FOR ENEL V AND 
VII (2,000 MW USING WESTINGHOUSE'S PWR DESIGN) IS BLOCKED AND GOI 
OFFICIALS ARE PESSIMISTIC RE OBTAINING APPROVAL. OTHER SITES, MOTLY 
ALONG PO RIVER, ARE STILL IN PROCESS OF APPROVAL BY REGIONAL, 

PROVINCIAL AND LOCAL OFFICIALS. BASIC PROBLEM IS WIDESPREAD LACK OF 
FAITH IN GOVERNMENT, PARTICULARLY ITS ABILITY TO INSURE THAT 
ADEQUATE SAFETY MEASURES ARE OBSERVED. PUBLIC FAITH IN THIS AREA 
HAS NOT BEEN NOTABLY REASSURED BY RECENT SEVESO DIOXIN INCIDENT. 
OPPOSITION TO NUCLEAR POWER CONSISTS MOSTLY OF LOOSELY ORGANIZED 
ENVIRONMENTALISTS, ITALY'S TINY RADICAL PARTY AND. MOST IMPORTANTLY, 

THE LOCAL RESIDENTS OF AREAS MEETING THE TECHNICAL CRITERIA FOR 
SITTING NUCLEAR FACILITIES. THESE HAVE DELAYED, BUT PROBABLY CANNOT 
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BLOCK FOREVER, SITE APPROVAL. 

(B) FINANCING: INDUSTRY COMMITTEE PLAN DOES NOT SERIOUSLY FACE 
PROBLEM OF FINANCING REACTOR CONSTRUCTION, NOR DO INDUSTRY REPS 
CONSULTED HAVE CLEAR IDEAS ON SOURCE OF MONEY. THERE IS SOME 
DISPOSITION TO RAISE ELECTRICTIY RATES AND INCREASE ENEL'S 
INVESTMENT FUNDS; HOWEVER, THIS IS A LONG TERM PROGRAM. OTHER 
SOURCES OF POSSIBLE FUNDS INCLUDE INTERNATIONAL LOANS, IN THE FORM 
OF SUPPLIER CREDITS (I.E. THROUGH EXIM BANK, ETC.), DIRECT 
PROGRAM LOANS THROUGH PUBLIC OR PRIVATE AGENCIES, AND TAPPING IN- 
TERNATIONAL OR DOMESTIC BOND MARKETS, NEITHER OF WHICH SEEM 
VERY PROMISING IN VIEW OF SUMS REQUIRED AND ENEL'S (AND/OR ITALY'S) 
CURRENT CREDIT STANDING. ALTHOUGH GOI HAS CONSISTENTLY AND STONGLY 
SUPPORTED CONCRETE ACTION IN INTERNATIONAL ENERGY AGENCY (IEA) AND INEC 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 04 ROME 05909 02 OF 02 082141Z 

TO BOLSTER ALTERNATIVE ENERGY PROGRAMS, LITTLE ASSISTANCE HAS 
IN FACT BEEN FORTHCOMING. 

(C) FUEL-CYCLE: MAJOR PROBLEM FOR ITALY IS SUPPLY OF NATURAL 
URANIUM WHICH, DESPITE ENI EFFORTS, IS UNSUFFICIENT TO COVER 
EVENTUAL ITALIAN NEEDS. FURTHER IMPORTANT PROBLEMS IN THE 
MEDIUM- AND LONG-TERM (LATE 1980S) ARE QUESTIONS OF NUCLEAR 
FUEL REPROCESSING WHICH ITALIANS VIEW AS KEY ELEMENT IN NUCLEAR 
PROGRAM WH CH FORESEES EVENTUAL CONSTRUCTION OF SUBSTANTIAL FAST 
BREEDER NAPACITY (ITALY, WITH FRANCE AND WEST GERMANY, IS PARTICIPATING 

IN CONSTRUCTION OF 1,200 MW FAST BREEDER PROTOTYPE IN FRANCE). 

WASTER STORAGE PROBLEM OF PRESENTLY MODEST DIMENSIONS, WILL BE 
IMPORTANT AS ADDITIONAL REACTOR CAPACITY COMES ON STREAM. EVEN 
WITH REPROCESSING, ITALY LACKS SEISMICALLY QUIESCENT, ISOLATED 
DUMPING GROUNDS. NO DETAILED WORK HAS BEEN DONE ON THIS PROBLEM 
EXCEPT TO INDICATE ITS DIMENSIONS. 

4. INDUSTRY COMMISSION DRAFT IS TO BE DEBATED BY THE FULL 
PARLIAMENT, PERHAPS THIS MONTH. THIS DEBATE IS EXPECTED TO CONFIRM 
THE OUTLINE AND MAJOR DIMENSIONS OF THE PLAN, WHICH THE MINISTRY OF 
INDUSTRY WILL TRANSLATE THEN INTO SPECIFIC PROGRAMS AND ORDERS. WE AR 
E 

MODERATELY OPTIMISTIC THAT THE PROGRAM WILL EMERGE FROM THE 
DEBATE SUBSTANTIALLY UNALTERED; 

THE BASIC CONSENSUS APPEARS TO HAVE BEEN FORMED AND THE PLUMS 
SUFFICIENTLY WELL-DISTRIBUTED THAT NO MAJOR CONTENDER IS IN 
SERIOUS DANGER OF HAVING HIS POWER, POSITION OR LIVELIHOOD 
SIGNIFICANTLY THREATENED. WHILE THE COST TO ITALY OF THE TWO-YEAR 

DELAY HAS NEVER BEEN FULLY CALCULATED, IT WAS TO A LARGE EXTENT 
INEVITABLE. GARDNER 
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